This paper explores the role of immigrant employees for a firm's capability to absorb international knowledge. Using matched employer-employee data from Denmark for the years 1999 to 2009, we are able to show that non-Danish employees contribute significantly to a firm's economic output through their ability to access international knowledge. The immigrants' impact increases if they come from technological advanced countries, have a high educational level, and are employed in high skilled positions. However, the latter does not hold for immigrant managers.
Introduction
Following the seminal paper of Coe and Helpman (1995) a large body of literature has emerged devoted to identifying the channels through which international knowledge spillovers occur and their impact on output and productivity (for reviews of the literature, see Hall et al., 2010 or Keller, 2004) . While there has been substantial progress in the identification and analysis of several diffusion channels, the role of employees as a potential diffusion channel for international knowledge spillovers has been vastly neglected. This is rather surprising, because employees are an obvious and crucial factor in the absorption of knowledge and form the absorptive capacity (Cohen and Levinthal, 1989 ) of economic entities, be it countries, sectors or firms. To absorb foreign knowledge successfully, it is necessary to "evaluate the technological and commercial potential of knowledge in a particular domain, assimilate it, and apply it" (Cohen and Levinthal 1994, p. 227 ). Thus, countries, industries, or firms have to incur efforts to accumulate a certain amount of technological capability, to be able to acquire technological knowledge from the external environment. Obviously, employees play an active role in the identification, assimilation and application of foreign knowledge and are therefore an important channel for knowledge spillovers.
The empirical approximation of an economic entity's absorptive capacity usually closely follows the notion of Cohen and Levinthal (1989) that the absorptive capacity refers to a firm's stock of prior knowledge, which positively depends on its human capital stock and R&D expenditures.
The importance of the two latter factors rises as usual with the complexity of external knowledge.
For example, Mancusi (2008) shows for a panel of OECD industries that absorptive capacity, approximated by cross-industry patent citations, contributes significantly to innovation activity in laggard countries. Griffith Kneller (2005) , Kneller and Stevens (2006) , among others. They all arrive at the conclusion that firms' and sectors' absorptive capacity is essential to reap the gains from international knowledge spillovers. to international trade in particular for differentiated products, where contracts are likely to be incomplete, i.e., when the need for communication is large, because full codification is difficult.
In this vein, other studies have mentioned the specific attributes of knowledge for the process of diffusion and absorption. Specifically, Sorenson et al. (2006) emphasize the importance of social proximity when receiving and extending knowledge of moderate complexity. While simple knowledge diffuses equally strong among socially near and distant recipients due to factors of unaided recipients search, the diffusion of moderate knowledge is considerably enhanced by social proximity which requires a certain amount of interpersonal exchange between actors.
Pertaining to the sources of technology transfers, Agrawal et al. (2008) have shown that social proximity (e.g., co-ethnic networks) within members of U.S. resident Indian diaspora substitutes for geographical proximity in their role for knowledge diffusion. Their result is particulary relevant for firms recruiting foreign workers to increase their innovation capacities through their access to international knowledge flows: hiring immigrants may -to some extent -remove the need of "incurring the cost of moving teacher and student into the same geographical location" (Keller, 2004, p.756) to pass on tacit knowledge. Firms' hiring decisions matter for inter-firm knowledge transmission (Poole, 2013; Balsvik, 2011) , in particular if moving workers are highly educated or technicians (Parotta and Pozzoli, 2012). 2 Thus, Arrow's (1969) considerations and the mentioned empirical evidence on co-ethnic networks suggest that immigrant employees might be an important channel for the diffusion of international knowledge spillovers.
Our paper therefore addresses the question whether immigrant employment improves firms' absorptive capacity for foreign knowledge. The contribution of our paper is threefold. First, by using detailed employee data we are able to differentiate the immigrants by origin, educational level and occupational position enabling us to construct highly detailed proxies of firms' absorptive capacity and with it, to identify the importance of the individual groups of immigrants for the diffusion of foreign knowledge. Thereby, we additionally contribute to the literature on the costs and benefits of ethnic diversity in firms. Second, by combining these proxies with international R&D capital stocks we are able to establish a direct link between foreign knowledge and a firm's immigration-based absorptive capacity. Helping to differentiate between the impact of the immigrants' personal skills on firms' output/productivity from their impact via the absorbtion of foreign knowledge. Third, our estimations uncover if the immigrants are an important 2 Other studies have investigated the impact of foreign experts on firm's TFP growth, and value added per worker in domestic firms (Görg and Strobl, 2005 Based on Coe and Helpman (1995) , and the subsequent literature, we apply a production function approach. For our econometric analysis, we combine a matched employer-employee data set from Denmark during the years 1999 to 2009 with data on international R&D capital stocks for OECD countries. This enables us to control for a broad range of firm-specific variables such as physical capital stock, intermediate goods, size of the labour stock, average firm tenure, ethnic diversity. In addition, we also account for industry-year, commuting, and time fixed effects to control for unobserved heterogeneity across industry affiliations, regions, and economy-wide effects.
Our empirical results show that employing immigrants increases firms' absorptive capacity, resulting in a significantly higher output elasticity with respect to foreign knowledge. However, this effect is identified only if we take the origin, educational level or occupational position of the immigrants into account. Hiring a larger share of immigrants from technological advanced countries increases the output elasticity with respect to international R&D knowledge stocks.
Furthermore, we are able to show that foreign knowledge's output elasticity increases with the educational level of the employed immigrants. The same is true for the occupational positions of the immigrants. However, the output elasticity with respect to foreign knowledge of immigrant managers is lower than that of high skilled immigrants without executive functions and becomes insignificant in the fully specified model, controlling for the full range of occupational positions of the employed immigrants. Additionally, we confirm existing findings that workforce ethnic diversity is associated with a negative output elasticity (e.g., Parrotta et al., 2014a) . Despite our negative impact of workforce ethnic diversity on firms' gross production, perhaps, through increased communication costs, our findings point to the economic importance of a diverse labour force for the firm's capability to access international knowledge. Finally, our results are robust to the inclusion of a broad range of additional control variables and variations in the estimation specification.
The remaining parts of the paper are organized as follows. In Section 2 we outline our empirical approach that constitutes the basis of the empirical analysis. Section 3 describes the data and methods behind the construction of firm-specific international R&D knowledge stocks. Section 4 presents the empirical results, and Section 5 checks the robustness of the results to various sample sizes and among different specifications. Finally, Section 6 concludes by summarizing the main results.
Empirical Approach

Estimation Set Up
As pointed out by Arrow (1969) the absorption of knowledge reaches beyond the pure technological prior knowledge but also includes aspects like language, culture, personal contacts and social-ethnic networks. The absorption of knowledge from foreign sources therefore requires the access to foreign language, foreign culture, foreign persons and foreign social networks. Obviously a simple strategy to acquire such an access is to hire foreigners. The employment of foreigners would therefore increase the absorptive capacity which in turn should increase the benefits from foreign knowledge. Following Coe and Helpman (1995) , we estimate a production function to empirically uncover the impact of employing foreign workers on economic performance through the access of international knowledge. However, we refrain from estimating the reduced TFP form because of two econometric reasons. First, by regressing value added on labor and capital to obtain TFP, approximated by the residual of the estimation, it would be implicitly assumed that labor and capital are uncorrelated with technological progress, which is captured in the residuals. If this assumption does not hold, the estimated coefficients are biased and thus the residuals, and with it TFP, are miscalculated. Furthermore, using different measures to explain TFP in the second step of the regressions strengthens the doubts about the correct specification of the first stage of the regression to obtain TFP. 3 Second, using value added as variable to preserve TFP also implicitly assumes that changes in value added are solely caused by changes in labor and capital. However, organisational changes in the production structure, e.g. caused by outsourcing, are not taken into account and blur the direct production link between value added and labor and capital. We therefore estimate a fully specified model, using gross production as dependent variable and control for intermediates. The classical set up on the country level is then given by the following regression equation:
where log Y is the log of gross production, log L, log K, and log M are the logs of labour, Extending equation (1) to firm i, industry j, and time t along with additional firm-specific controls results in the following estimation equation:
where log Y it is the the log of gross production (measured in total sales of goods and services) of firm i at time t. log L it , log K it , and log M it are the logs of labour, capital, and materials, respectively. The variable of interest, X it , refers to our measure for the effect of international R&D capital stocks on a firm's gross production outcomes via increased absorptive capacity through the employment of foreign workers. A detailed discussion regarding the construction of this variable is provided in the next section. In addition, we also take into account a broad range of firm-specific control variables, summarized in the matrix X it . This includes a measure of ethnic diversity, the log of average firm tenure in years, the share of men employees, the share of managers, and a dummy variable indicating whether the firm is foreign-owned or not. Furthermore, we also incorporate firm specific controls indicating the share of employees belonging to each age distribution quartile, the share of employees with low-, mid-, and high-skilled occupations, and the share of employees with basic, secondary, and tertiary education. Thus, we are able to capture differences in firms' absorptive capacity on the employment level and thus control for Cohen and Levinthal's (1989) notion of prior knowledge.
In addition, the variables α ct , α jt and α t refer to commuting fixed effects, industry-year fixed effects, and country-wide year fixed effects, respectively, to control for unobserved heterogeneity across industries, regions, and years. These fixed effects specifications warrant some careful discussions. First, the industry-year fixed effects remove all trends specific to the industry under consideration but are common to the firms belonging to that industry. These common trends include such factors as demand shifts and price changes, as well as differences in management skills, and industry-specific technology opportunity conditions. Second, the time-fixed effects remove trends common to the firms within Denmark. This variable captures economy-wide influences on the firm level such as the Danish legal system, the general knowledge stock, firms' own R&D knowledge stock, which is incorporated in the Danish total R&D capital stock, and economy-wide measurement errors in deflators common to all firms or industries. Third, we also incorporate commuting fixed effects into our regression analysis to control for differences in labour market policies, infrastructure quality, and assistance to industrial sectors across economic regions (Andersen, 2002) .
We forego the use of firm-fixed effects in the empirical analysis for two reasons: firstly, Griliches and Hausman (1986) highlight that the inclusion of many fixed effects may exacerbate problems that arise from measurement error, for instance attenuation bias. Secondly, Table 2 indicates that much greater variation of ethnic groups from OECD countries exists across firms than across time within firms. To the extent that this small variation within firms is what being captured by the firm fixed effects, this circumstance will make it difficult to disentangle the impact of the ethnic-and education-weighted foreign R&D capital stock variable from the general firmspecific effect. As an additional benefit, this makes our findings more easily comparable with a related study on the direct impact of diversity on firm productivity by Parotta et. al. (2014) .
Reassuringly, robustness checks with firm fixed effects comfortingly corroborate our main result.
Finally, ε it is a firm-specific error term. Summary statistics and pairwise correlations for the samples used in the empirical analysis are provided in the appendix.
To a large extent, endogeneity concerns are ameliorated by inclusion of different sets of fixed effects. In particular, our results are not driven by unobserved price or demand shocks at the industry level. Yet, even though the foreign R&D capital stock is likely to be exogenous to the individual Danish firm, it might be that some Danish MNEs conduct R&D activities abroad, thereby contributing to the foreign knowledge stock. Similar to Keller (2002) , we address this concern by excluding MNEs in our robustness checks. A third important source of endogeneity is located at the firm-level: firms with substantial gross output are likely to be more successful in hiring qualified migrants, as they are likely to have more capacities for recruitment of workers.
We tackle this problem from three sides: First, systematically better hires in large firms are likely to be driven by organizational advantages of the firm. These features rarely change over time and are consequently purged by firm fixed effects. Secondly, the quality of hires is likely to depend also on the composition of the management, which we control for in our specifications.
Thirdly, we provide results where we include all regressors in their first lag. Neither of these modifications changes our main conclusions.
Approximation of Absorptive Capacity and Knowledge Spillovers
We follow the discussion in Coe and Helpman (1995) to establish a direct link between firms' absorptive capacity based on their immigrants and the international knowledge stock by constructing a weighted sum of foreign R&D capital stocks (s f ), where the weight is a measure of a firm's absorptive capacity provided by the employed immigrants. 4 The robustness of the main results with respect to the used weights are assessed on behalf of three different specifications in the construction of the foreign R&D variable.
In a first step, we account for the origin of the immigrants. For that we follow the procedure of Coe and Helpman (1995) and construct an ethnic-weighted variable, where the weight is the share of immigrants from a certain country. Therefore, X it becomes then:
where S it is the set of foreign workers in firm i for period t belonging to countries for which data on R&D capital stocks is available, L F or ict is the number of immigrants engaged in firm i from country c and L F or it is the total number of immigrants in firm i. Thus, the construction 4 The trade-weighted R&D capital stock suggested by Coe and Helpman (1995) indeed reflect trade-related spillovers as discussed in Coe and Helpman (1999) after having been questioned by Keller (1998) .
ensures that, ceteris paribus, firms with a higher share of immigrants from technological advanced countries (here approximated by size of the R&D capital stock) have a larger log s f,ew it and vice versa. Again, we also differentiate the immigrant workforce by educational level, this time by constructing three separate variables for immigrants with basic, secondary and tertiary education. As an example, the foreign R&D variable s f,ew,B it then includes only immigrants with basic education.
In the next step, we further differentiate the educational aspect of the absorptive capacity by constructing an ethnic-education-weighted measure of foreign R&D capital stocks for each firm in year t as follows: Finally, particularly for immigrants, the occupational position might not correspond to the educational level, e.g., due to problems with the approval of foreign education certificates. Therefore, we construct an ethnic-occupational-position-weighted measure for each single occupational level (low-skilled, mid-skilled, high-skilled, manager, others). It is again constructed according to the procedure of Coe and Helpman (1995) , where the weight this time is the share of immigrants on a certain occupational position:
where L F or,φ ict is the number of persons engaged in firm i from country c with occupational level φ = (low, mid, high, manager, others). 6 According to this definition, ceteris paribus, firms with 5 Detailed information on the classification of the educational levels are provided in the appendix. 6 Detailed information on the classification of occupational positions are provided in the appendix. Table 1 provides descriptive statistics for the main variables utilized in the empirical analysis for firms employing at least ten workers. The last choice was set to ensure a certain degree of variability of foreign workers across firms when constructing firm-specific international R&D knowledge stocks. Table 3 lists the gross production deciles along with information according to the share of foreign workers with basic, secondary and tertiary education. This table visualizes the relationship between a firm's economic performance and its share of foreign employees. For example, firms belonging to the first gross production decile have on average 4.4799% foreign workers with basic education. It is worth mentioning that the share of foreign workers with basic education seems to be not related to higher gross production deciles. A somewhat different picture emerges when turning to the share of foreign employees with secondary education. Those firms belonging to the higher gross production deciles also employ on average more foreigners with secondary education. This tendency is further reinforced when focussing on the median values which is positively correlated with the gross production deciles. The same picture holds when looking at those foreign employees with tertiary education. These employees may be of particular interest to firms as they enhance the firm's production possibility frontier, perhaps, through their unique social capabilities to establish a link between different subunits of the firm with the external knowledge environment. Indeed, firms belonging to the top gross production decile employ on average 0.4713% foreign employees with tertiary education. In comparison, 7 See Table 4 for a list of the countries included in the empirical analysis.
Descriptive Statistics
firms residing in the fifth gross production decile have on average 0.2860% foreign workers with tertiary education. A full list of descriptive statistics on the variables included in each of the model specifications is given in Tables 5 and 7 , respectively. Table 9 provides first results on the relationship between firms' economic performance and international knowledge absorbed by the employed immigrants. The results presented in column (1) refer to the base specification and show the estimated elasticities for the three main input factors.
Results
The estimated coefficients associated with labour, capital, and materials are of the expected positive signs and jointly sum up to unity, establishing the assumption of constant returns to scale in production.
From the findings in Coe and Helpman (1995) and the subsequent literature, it is well known that it makes a significant difference from which country technology is sourced. Obviously, countries which are technologically advanced offer more knowledge to be absorbed than countries which are technological laggards. We therefore account for an immigrant's origin and thereby test if it matters for a firm's absorptive capacity improvement. As described above, we therefore follow the procedure of Coe and Helpman (1995) and construct an ethnic-weighted measure of international R&D capital stocks (see equation 3). In column (2) the ethnic-weighted measure of international R&D capital stocks is introduced. The coefficient is highly significant and confirms our assumptions that firms benefit from the employment of immigrants through the absorbed international knowledge. Our measure further suggests that employing immigrants from technologically advanced countries increases the benefits to be earned in terms of a higher output with respect to foreign R&D knowledge stocks.
In addition, we assess the impact of the immigrants' education for each educational level separately (columns 3-6). All immigrants from OECD countries, regardless of their educational level, offer a positive markup on the output elasticity of international knowledge vis-à-vis firms without and those with non-OECD immigrants. Again, OECD-immigrants with tertiary education offer the highest benefits. The latter result deserves further investigation, as it suggests, in line with Stoyanov and Zubanov (2012) , that immigrants with higher education might play a prominent role in the absorption of knowledge. Our measures so far simply split the sample into groups with basic, secondary and tertiary immigrants, and are therefore a simple count-based weight. To emphasize the differences in accumulated human capital of the education level, we introduce the average duration of education into our measure (see equation 4 for further details).
Therefore, the following Table 10 shows the main results for our preferred measure indicating the extent of a firm's access to international R&D knowledge stocks when employing immigrants, as discussed above. The estimates in column (1) We argue that firms benefit from their increased absorptive capacity to acquire international knowledge -which is in line with a positive impact of ethnic diversity on innovative activity as found by Parrotta et al. (2014b) .
In sum, firms employing foreign workers have on average higher gross production levels through their increased absorptive capacity to acquire international R&D knowledge stocks. Furthermore, the higher the share of immigrants from technologically advanced countries and the higher the education or the occupational position of the employed immigrants, the higher their contribution is. This relativises the finding that ethnic diversity exhibits a negative impact in all tested specifications.
Robustness Analysis
This section establishes the robustness of the previous results to different sample sizes and among various specifications. The results are shown in Tables 12, 13 and 14 . Column (1) of (2), Table 10 , and is shown for comparison purposes.
Although we already control through the diversity measure, the firms education and occupation characteristics for the direkt impact of immigrants on output, we add in column (2) Furthermore, to rule out the possibility that our ethnic based R&D capital stock measure captures knowledge spillovers triggered by trade relationships, column (7) includes an import-and export-weighted foreign R&D capital stock variable into the regression equation. Specifically, the two latter variables are constructed according to
where ω ic refers to the bilateral import-and export-share of a firm's i trading partner countries, respectively. In addition, T it is the set of firm i's trading partners in year t. This specification excludes 18, 349 observations from the base sample. However, the qualitative results remain unchanged to the inclusion of trade-weighted foreign R&D capital stocks. Interestingly, the positive coefficient associated with the import-weighted R&D capital stock confirms the findings in Coe and Helpman (1995) .
Regarding the coefficient associated with the export-weighted foreign R&D capital stock mea- triggered a number of empirical studies investigating the relationship between export-learning and a wide range of firm characteristics, particularly firm productivity. In general, numerous case studies point to a beneficial effect on firms' productivity when exporting (for a survey of the literature see Wagner, 2007) . The learning-by-exporting hypothesis points to knowledge flows coming from foreign buyers when firms are engaged in international trade. However, our export-weighted R&D capital stock measure enters with a negative sign into the regression analysis, suggesting that firms' gross production decreases when they export into high-R&D partner countries. This result would be consistent with the notion that firms' technology diffuses to potential competitors abroad, thus, negatively affecting a firm's own economic success.
Potential endogeneity bias could arise from the fact that economically well-performing firms may respond by hiring foreign workers who are likely to be in the preferred position to absorb international knowledge more effectively, therefore, creating an empirical artifact between a firm's gross production and our education-weighted R&D knowledge stock measure. Therefore, we use one-year lagged variables of our R&D knowledge stocks, as they were predetermined, in a way that consistent estimators for the corresponding R&D elasticities can be derived when they appear as exogenous regressors in the regression equation. Table 13 presents results where foreign knowledge stocks are measured in year t − 1. Reassuringly, the positive association between firms' gross production and its international R&D knowledge stock measure is maintained and rather robust, as shown in column (1) . The regression analysis shown in columns (2) to (5) is dedicated to maintaining our results to the inclusion of lagged international R&D knowledge stocks by education types. The qualitative results remain unaffected. Finally, the results remain robust when we further control for international knowledge spillovers triggered by imports and exports, as shown in column (6) .
Yet, it may be that firms with a systematically better management or a superior organizational structure are more apt to hire better workers and at the same time benefit from a higher level of gross output. These firm characteristics are not likely to vary strongly over time. Thus, we address this other source of endogeneity by including firm-fixed effects in our model. The results are given in Table 14 . In column (1), the base specification is re-estimated. While the coefficients of the traditional inputs remain positive and significant, two of the control variables (Ethnic diversity, Managers) turn insignificant and the coefficient of the Males dummy changes its sign. These changes remain stable throughout all further estimations in columns (2)- (7) . The results of the estimation with our ethnic-education weighted measure are reported in column (2) . The coefficient remains significant but is slightly lower than in the previous estimations. In our further estimations differentiating our measure with respect to education, only the variable for the immigrants with tertiary education remains significant. As a final robustness test, the analysis shown in column (7) includes a recodification dummy which equals one for firms with zero foreign R&D knowledge stocks. Although, the estimated coefficient on this dummy variable is not significant, the estimated coefficient associated with Log s f,ewedu is rather unaffected in magnitude and statistical significance.
Conclusion
This paper investigates the question if immigrant employees are an important channel for international knowledge spillovers. Based on Danish firm-level data and aggregated R&D capital stock data for OECD countries, the estimations show that immigrant employees are indeed an important diffusion channel for international knowledge spillovers contributing significantly to firms' output elasticity with respect to foreign knowledge. However, the composition of the foreign staff with respect to origin, education and occupational position has an important impact on the size of the effect on output. The higher the share of immigrants from technologically advanced countries and the higher their educational level (or occupational position), the larger the impact on a firm's output elasticity of foreign knowledge is. However, the only exception are immigrant managers for whom we do not find such a significant effect. Through a large number of checks, the robustness of the results is confirmed. Among these checks, a measure of workforce ethnic diversity is included as a control variable and reveals a negative direct impact of workforce ethnic diversity on firms' gross production. Thus, the positive impact of an ethnicdiverse labour force for firms' capability to access international knowledge via culture, language and social networks might on the other hand increase communication costs and cause a lack of interpersonal trust resulting simultaneously in a negative impact on firms' output. However, an assessment of costs and benefits of ethnic diversity in an unified framework is beyond the scope of the paper and has to be left to future research. The construction of the R&D capital stock for each country is then carried out following the Perpetual Inventory Method (PIM). 10 Specifically, the R&D capital stock evolves according to the following equation:
A Data Description
where KR&D ct is the R&D capital stock of country c in period t and R&D ct is the flow of real R&D expenditures of country c in period t. Two apply this equation to data on real R&D expenditures, two crucial decisions with respect to the depreciation rate δ and the initial capital stock must be set, respectively. The depreciation rate is assumed to be 10%, the same across countries, and constant over time. Furthermore, assuming a constant country-specific growth rate of g c for the R&D capital stock before period t = 1, the value for the initial R&D capital stock is computed according to the following expression:
In contrast to other studies, which assume a growth rate (e.g. Hall and Mairesse, 1995) in this study g c is computed using an average geometric growth rate in years for which data on R&D expenditures is available. Summary statistics on the R&D capital stocks of the different countries is given in Table 4 . 9 See Table 4 for the countries employed in the empirical analysis. 10 Hulten (1991) provides an extensive discussion of the PIM for the measurement and construction of physical and human capital stocks. Notes: The dependent variable is the log of firm's gross production as total sales of goods and services (in DKK). Independent variables: Log Labour refers to full-time equivalent employees. Log Capital is the log of total assets (in DKK). Log Materials is the log of intermediate goods (purchase of goods, helping materials, and packaging) used in the production process (in DKK). Log F KR&Dew is the log of a firm's education-weighted sum of foreign R&D capital stocks of non-Danish employees. Log F KR&D B ew is the log of a firm's education-weighted sum of foreign R&D capital stocks of non-Danish employees with basic education. Log F KR&D S ew is the log of a firm's education-weighted sum of foreign R&D capital stocks of non-Danish employees with secondary education. Log F KR&D T ew is the log of a firm's education-weighted sum of foreign R&D capital stocks of non-Danish employees with tertiary education. Ethnic Diversity refers to a Herfindahl-based measure of diversity averaged across work places. Log Tenure is the log of average firm tenure (in years). Males is the fraction of men employees engaged in production. Managers refers to the fraction of managers employed, according to Statistics Denmark's definitions of occupations for employment based on ISCO. Multinational takes value 1 if the firm is foreign-owned and zero otherwise. Exporter takes value 1 if the firm exports and zero otherwise. Firm's Age Characteristics refers to a full set of shares of employees belonging to each age distribution quartile. Firm's Occupation Characteristics refers to a full set of shares of employees belonging to low-skilled, mid-skilled, and high-skilled occupations. Firm's Education Characteristics refers to a full set of shares of employees with basic, secondary, and tertiary education. Standard errors, clustered at the firm-level, are reported in parenthesis. *: Significant at the 10% level. **: Significant at the 5% level. ***: Significant at the 1% level. Notes: The dependent variable is the log of firm's gross production as total sales of goods and services (in DKK). Independent variables: Log Labour refers to full-time equivalent employees. Log Capital is the log of total assets (in DKK). Log Materials is the log of intermediate goods (purchase of goods, helping materials, and packaging) used in the production process (in DKK). Log F KR&D is the log of a firm's education-weighted sum of foreign R&D capital stocks (see the main text for further details in the construction of R&D capital stocks). Ethnic Diversity refers to a Herfindahl-based measure of diversity averaged across work places. Log Tenure is the log of average firm tenure (in years). Males is the fraction of men employees engaged in production. Managers refers to the fraction of managers employed, according to Statistics Denmark's definitions of occupations for employment based on ISCO. Multinational takes value 1 if the firm is foreign-owned and zero otherwise. Exporter takes value 1 if the firm exports and zero otherwise. Foreigner takes value 1 if the firm employs foreigners and zero otherwise. Log import-weighted FKR&D is the log of the bilateral import-share weighted R&D capital stocks of a firm's trading partner countries. Log export-weighted FKR&D is the log of the bilateral export-share weighted R&D capital stocks of a firm's trading partner countries. Firm's Age Characteristics refers to a full set of shares of employees belonging to each age distribution quartile. Firm's Occupation Characteristics refers to a full set of shares of employees belonging to low-skilled, mid-skilled, and high-skilled occupations. Firm's Education Characteristics refers to a full set of shares of employees with basic, secondary, and tertiary education. Standard errors, clustered at the firm-level, are reported in parenthesis. *: Significant at the 10% level. **: Significant at the 5% level. ***: Significant at the 1% level. Notes: The dependent variable is the log of firm's gross production as total sales of goods and services (in DKK). Independent variables: Log Labour refers to full-time equivalent employees. Log Capital is the log of total assets (in DKK). Log Materials is the log of intermediate goods (purchase of goods, helping materials, and packaging) used in the production process (in DKK). Log F KR&D is the log of a firm's education-weighted sum of foreign R&D capital stocks (see the main text for further details in the construction of R&D capital stocks). Log F KR&D B is the log of a firm's education-weighted sum of foreign R&D capital stocks of non-Danish employees with basic education. Log F KR&D S is the log of a firm's education-weighted sum of foreign R&D capital stocks of non-Danish employees with secondary education. Log F KR&D T is the log of a firm's education-weighted sum of foreign R&D capital stocks of non-Danish employees with tertiary education. Ethnic Diversity refers to a Herfindahl-based measure of diversity averaged across work places. Log Tenure is the log of average firm tenure (in years). Males is the fraction of men employees engaged in production. Managers refers to the fraction of managers employed, according to Statistics Denmark's definitions of occupations for employment based on ISCO. Multinational takes value 1 if the firm is foreign-owned and zero otherwise. Exporter takes value 1 if the firm exports and zero otherwise. Firm's Age Characteristics refers to a full set of shares of employees belonging to each age distribution quartile. Firm's Occupation Characteristics refers to a full set of shares of employees belonging to low-skilled, mid-skilled, and high-skilled occupations. Firm's Education Characteristics refers to a full set of shares of employees with basic, secondary, and tertiary education. Standard errors, clustered at the firm-level, are reported in parenthesis. *: Significant at the 10% level. **: Significant at the 5% level. ***: Significant at the 1% level. 
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